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They have a situation going that is very power=-
ful, and I admire tremendously the President's courage
in stepping up to this thing and facing it as he has
and having the confidence and the belief and the faith
in the American people and their elected representatives
and local Government.

This is what America is all about, and I think
this is a very significant step and a turning point in
our country, and is going to be welcomed by the States
and local Governments, and that includes cities and counties.

Thank you.

THE PRESIDENT: I might make two added comments.
We have two block grant programs at the present time; one,
the community development program, which ccnsolidated seven
categorical grant programs for the aid and assistance of
urban communities. That program is in effect, it works
well and the communities were held harmless in the transi-
tion process.

The Law Enforcement Assistance Act was also a
block grant program which gives flexibility to the States
in the decision-making process. It is working well, so
it can work. I believe the Congress will move, and it is
a far better program than one that dumps the responsibility
on the States and does not give them any assistance in
the funding.

QUESTION: Mr. President, last night you placed
great emphasis on your proposal to crank into the Medicare
program the catastrophic insurance plan, which would cost an
additional $538 million, but in this morning's document I
note that this would be more than offset by taking from
Medicare recipients $1.% billion and from providers of
health services about close to another billion dollars so
that the net for Medicare is actually reduced by 2.2,

My question is, do you feel you leveled with the
medical profession and the Medicare recipients last night
when you told them only about the sweetener and not about
the bitter pill?

THE PRESIDENT: Let me remind you, you ought to
go back and read my statement., I said in the statement
there will be a slight increase in the fees. It is in the
sentence where I referred to the $500 and $250.

Now, let's talk about the facts. Under the
present situation, when a person under Medicare goes into
the hospital, that individual in effect gets 60 days
free care. After 60 days, that person bears the total
financial burden.
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Under my plan, which I think is the soundest,
the person pays 10 percent of the hospital care cost up
to a total of $500, After $500 the individual pays
nothing, and after $250 for physician care the individual
pays nothing.

What we are trying to do is help the three million
people who are today affected very adversely by catastrophic
illness, three million out of 25 million.

The financial burden, the mental fear and appre=
hension of the individual who is hurt by a catastrophic
illness is really extremely serious. In order to protect
these three million people, who have no hope, none whatso-
ever, of protecting themselves after they are afflicted,
we think is the right group to concentrate on, and we feel
that we can redistribute the financial burden across
the 25 other million people in order to protect those
three,and all of those who might in the future be affected.

QUESTION: Mr. President, only a month or two ago
you were quite insistent that Congress commit itself to
a specific spending ceiling as a precondition of any tax
cut, Yet, lmst night, when you proposed your additional
$10 billion in tax cuts, you made no mention of a require-
ment for such a spending ceiling. Could you explain that?

THE PRESIDENT: I think if you reread the message
you will find that I do say =-- or did say, rather -~ in
that message that if we restrain Federal spending, we can
have a tax reduction on a dollar for dollar basis, I
can't remember the page, but it is in the message that I
read to the Congress last night.

QUESTION: Yes, but I think that you are no
longer insisting on a specific ceiling being approved by
Congress as a precondition to that extra $10 billion,

THE PRESIDENT: We say that the ceiling is $334.2,
Now, there are uncertainties that take place as we move
along, and we have five and one-~-half months before July 1,
1976. So, there has to be some flexibility;

I have picked a ceiling., I have said that we
can, with that ceiling, as of today, have a $10 billion
additional tax reduction over that the Congress has
approved. We will have to wait and see how economic
conditions develop in the coming months, but the concept
of dollar for dollar was set forth in the message last
night.

QUESTION: Mr. President, wouldn*t one way to
help the States and cities the most be to establish com=
prehensive welfare reform and take most, if not all, of
the financial burden off the States and welfare cities.
I notice we are just remodeling the present structure
without going into any extensive welfare reform.
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THE PRESIDENT: That is a possibility, and there
are a number of options for complete and total reform of
welfare., When I was in the Congress, on two occasions I
voted for what was known as family assistance programs,
But, it did not seem to us, as I said last night, that
this was the time, as we are coming of the recession, to
make a massive reform of welfare.

We believe that the better approach at the present
time is to get legislative authority from the Congress in
order to take specific actions to remedy defects in the
various individual programs. I do not rule out the possi-
bility of a total reform of welfare in the years ahead, but
I think at the present time it would be very unwise.

QUESTION: Mr. President, I wanted to follow up
on the bitter pill question about Medicare. As it stands
now, under : Medicare you get $104 Medicare., There is a
$104 deductible for the first 60 days. That is my under-
standing of it. But, under your plan it would be 10
percent of that in the first 60 days.

I checked with Social Security Medicare, and your
people up in Baltimore,and it turns out the average stay for
a Medicare patient is 12 and one~half days. Using your
formula, instead of getting $104% in a Medicare payment for
that first 60 days, you would get almost €240.

Is that your understanding, that this would be
an upfront cost to Medicare recipdients, that they would
have a doubling of cash out of their pocket?

THE PRESIDENT: I can't recall the precise figures,
but as I said last night, there is an increase in the front
end cost, but the three million people who are saved from
the horrendous cost of catastrophic illness are
protected.

Anyone who has known a family or had someone in a
family who had catastrophic care problems knows that that
is the worst thing that could possibly happen, and we
think a redistribution of the cost for the people who are
relatively well compared to those who are bedridden for
months and months is the proper approach.

QUESTION: Mr, President, could you tell us --
or perhaps Mr. Lynn or Mr,., Clements or Mr., Ogilvie -- the
difference between the defense budget presented here and the
one advocated by Secretary Schlesinger?
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THE PRESIDENT: The defense budget that we have
submitted includes all of the programs that former
Secretary Schlesinger recommended. The defense budget
for fiscal year 1977 calls for obligation authority of
$112,7 billion, an increase of around $10 to $11 billion
over the current fiscal year.

It calls for expenditures of $100.2, which is
roughly $8 billion over the anticipated expenditures for
fiscal year 1976, this year,

The budget provides all of the major programs
requested by the Joint Chiefs of Staff. There is virtually
no difference in what has been approved in dollars or
programs in what the former Secretary of Defense recommended,
We keep the exact uniform persecnnel figures the same., 2.1
million in fisecal 1971; 2.1 million in fiscal 1977.

We do call for a reduction of 25,000 in civilian
employment in the Defense Department, but I think better
management can bring that about.

Bill, do you want to add any comment?

MR, CLEMENTS: I would only say, to enlarge
upon your statement, that the various services and the
Joint Chiefs are completely in accord with the budget
as you presented it., It provides for real growth in
the defense budget and in a reasonable sense it maintains
the momentum of the programs that we consider our priority
programs, and I would say that the Department of Defense
is pleased with the budget.

We are not entirely satisfied, of course, I
don't think we would ever be in that particular position.
But, we are pleased with the budget. We think it meets
our requirements, it maintains our momentum and it gives
us the priority programs we need.

QUESTION: Mr. President, a number of leading
Democrats, including virtually all the Presidential
candidates, are advocating a Government policy that would
guarantee a job for everyone who wants to work.

I want to know why you rejected that position,
and do you challenge their contention that for every 1
percent decrease in unemployment there is a $16 billion
increase in Federal revenues and, therefore, such a policy
would not increase the deficit?
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THE PRESIDENT: I don't believe that the Federal
Government should, out of the Federal Treasury, coming from
the Federal taxpayers, provide a job for every individual,
It seems to me that the better approach is to create an
economic environment, so that the private sector provides
jobs for those who want to work.

That is the basis of my proposal in the budget,
and in the economic message. The employment of individuals
by the Government, with the taxpayers paying the bill for
their employment, in my opinion is not in concept the
American way. We have prospered, and we will prosper in
the future, by utilizing the free enterprise system and
the private sector far better than making the Government
the employer,

QUESTION: Mr. President?
THE PRESIDENT: Yes, Sarah, how are you? (Laughter)

QUESTION: Don't you feel that you may have 50
little nations by sending this money back to the States
for this program on children and other block grant
ventures? Don't you feel the States might take the money
and then might use it badly or they might not have a
program at all?

One State might have a better program than
the other, and the people in the population might flock
to that State.

THE PRESIDENT: Sarah, I think you have forgott=n
that the Federal Government was established by the States.

QUESTION: I have not forgotten it, sir, but I
don't see how that applies here.

THE PRESIDENT: It seems to me the States have
a record of handling the problems the best, as far as
their individual circumstances are concerned., I believe
that States and local units of Government with elected
officials can make better judgments than a bureaucracy
here in Washington, D.C.

I believe that the closer decisions are made
to the people, the better they are. That is the concept
in which I firmly believe. It is working in community
development. It is working in the law enforcement assistance
area.
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I am not going to give up on properly elected
officials at the State and local level. I think they do
a good job, and all we are doing is giving them money
to carry out the kinds of programs. The programs in
education may be different in Florida from those in Maine.
The programs in the field of health may be different in
South Carolina than they are in Alaska.

I happen to believe that the Governor of Alaska
and theGovernor of Florida or South Carolina can make
good judgments in these areas. I think we have an obligation
to help give them the money so the programs can be continued
and not pull themoney away and tell them to undertake the
programs.

QUESTION: Mr. President, I notice in your
economic assumptions that you predict 7.7 percent unemploy-
ment about November of 1978,

Would you talk about politics for a moment and
tell us how this might affect your chances for election?
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THE PRESIDENT: Let me point out that the economic
assumptions say that in 1975 they were 8.5 and the average in
1976 will be 7.7 and it will go down to 6.9 in 1978. The
important point is not the average. The important point is
that the trend of unemployment is down. It will be an average
of 7.7, but it will start higher in January of this year,and
by November of this year, I think it will be something less
than 7.7. The trend is down.

What does that mean? It means that everybody who
has a job has a degree of security and those who don't have
a job know the prospects for getting one are better. That is
the situation when the trend is down, as we projected, and it
will be. So from an economic point of view, with peripheral
political benefits, I think it is a good program.

QUESTION: Mr. President, can you give the specifics
on what you project for November?

THE PRESIDENT: I can't give you the specific projection
for November. All I know is the trend will be down.

QUESTION: Mr. President, given your difficulties
with the Congress last year, and given the fact that you said
the Presidential responsibility is to make the budget but,
nevertheless, you did consult with the budget committees,
and given the fact that many of these programs have been in
effect for years and they are already tired of the Congressional
way of life, so to speak, do you realistically expect, sir,
that you can get cooperation from the Congress to pass the
budget that you are recommending, and where will you make the
compromise?

THE PRESIDENT: I expect to get full support from the
Governors, from local officials. I think they can have an
impact on the Congress in those proposed consolidation areas.
In fact, I am meeting with some Governors and local officials
before lunch -- and having lunch with them today -- just to
try and generate real activity by them on behalf of what I
have recommended.

Maybe the Congress won't go along, but if you look
at those mess charts up there, anybody with any common sense
would want to make some changes. And I happen to believe
there are quite a few people in the Congress who have some
common sense.

Look at those mess charts up there. It is unbelievable.
And I think Congress, when they look at it, and the public
sees it, will respond.

QUESTION: Mr. President, going back and following
up on the medical catastrophic illness. You said there were
3 million out of 25 million with catastrophic illnesses. What
have you done, sir, to provide more money for medical research?
Last year the NIH medical research funds were cut. What do
you provide for research in medicine for these catastrophic
illnesses?
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THE PRESIDENT: I believe that -- let me say this.
Overall research in this budget -- this is across the spectrum --
is $24 billion-plus, an 1l percent increase in the Federal
funds for research, including an 11 percent increase in basic
research. It is the largest Federal budget for research in
our history -- an 11 percent growth factor. I believe, if you
take all of the NIH proposed funding, that we are roughly the
same as we have recommended for fiscal 1976.

David, do you want to comment on that?

SECRETARY MATHEWS: To be concise, your budget
recommends an increase of $185 million for all of the instituteS$
under NIH, that is roughly a 10 or 11 percent increase

QUESTION: Mr. President, now that Congress has
attached its salaries to this equation and it has also
attached the Government pay raises to inflation and the
Government pensions to inflation, isn't it true this guarantees
we are going to have inflation and also guarantees a continuous
erosion of private pensions and private salaries which are not
attached to inflation?

THE PRESIDENT: The experience we had this last
year worked out very well in getting some restraint on the
growth of pay increases in the Federal Government, including
the Congressional pay increases, The cap was 5 percent.

The proposed increase was 8.6. So, yes, there will be some
growth, but I think the connection between the two gives us a
better handle on doing it responsibly than the way it was
before. I think Government employees should not have their
pay frozen ad infinitum. The way it worked last year

worked out quite well.

QUESTION: Mr., President, I have a two part
question. One, a lot of people -- poor people, rightly or
wrongly -- are depending on Medicaid to pay their doctor
bills. What will happen in States without that social
responsibility that Governor Rockefeller talks about when

they decide not to match the Federal payment with the State
money.

And, secondly, in States such as New York, when the
Medicare gives out, people go over onto Medicaid and this is a

de facto catastraophic illness plan. What is the improvement
here?

THE PRESIDENT: I don't believe that the public
in any State will permit a State Legislature or a Governor
from failing to meet their responsibilities. They have the
same public interest and pressure on them that the Congress
does. The record is good and the money that we plan to give
to the States in the health consolidation program is
$10 billion in fiscal 1977, it goes to $10-1/2 billion in
fiscal 1978, and to $11 billion in fiscal 1979. We are
showing our responsiveness, and I believe that States will
respond as their citizens want them to.
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Now, cn the question of going from Medicaid to
Medicare ~or Medicare to Medicaid ~-under the catastrophic
program that I have, the individual has not reason to do so =-
none whatsoever. '

QUESTION: Mr. President, in your budget, why is it
that proposed outlays for military programs go up 9 percent
while proposed outlays for education go down 12 percent, and
for such things as community development down about 5 percent?

THE PRESIDENT: It relates precisely to our national
security. We have had, over the last ten years, a trend
totally in the opposite direction. Ten years ago the Department
of Defense got, roughly, 40-some percent of the Federal outlays
and domestic programs got 32 or 33 percent. And in fiscal
1976, it was almost reversed. And if we are going to have an
adequate national security, if we are going to have a capability
and conventional or strategic arms, we have to increase our
expenditures in fiscal 1977. It is just that our national
security dictates it. We have been pinching the national
security forces in the last ten years, and I think we have to
have a slight change in that direction.

QUESTION: If I might follow up -- there, of course,
are a great many people in this country that think that
education is involved in our national security, and I would
like to ask you, with a 6 percent projected rate of inflation
and a 12 percent cut in Federal education programs, how is
education in the United States possibly going to keep up?

THE PRESIDENT: As I recall, the percentage of money
spent on education nationwide by the Federal Government is a
relatively small part of it, and,actually, in our education
program we are recommending $150 million more, so we are adding
to the pot as far as the Federal Government is concerned.

I will ask Secretary Mathews to give you a more
complete answer, but the Federal contribution to education is
a relatively small part of the total that is spent by States
and local communities for education. So the switch here I don't
think is significant, particularly when the Federal Government
has the total responsibility for our national security, and
that is our prime obligation in this complicated world in which
we live.

SECRETARY MATHEWS: Up until a minute ago,
Mr., President, I thought that our increase in the block grant
was $263 million, but, roughly (Laughter) an increase there
of some several hundred million dollars. The figures we have
indicate that for your 1976 budget, revised, you have recommended
$6 billion 451 million. This year you are requesting $6 billion
916 million, which is an increase.
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